Sundar Singh et al. [Subject: Economics] [L.F. 5.761] International

Journal of Research in Humanities & Soc. Sciences

Vol. 08, Issue 05, May: 2020
ISSN(P) 2347-5404 ISSN(0)2320 771X

Digitalization and Internationalization Strategies of Multinational
Enterprises: A Comparative Study of Developed and Emerging

Economies

DOI: https://doi.org/10.63345/ijrhs.net.v8.i5.3

Sundar Singh
Research Scholar
North East Christian University
Dimapur, Nagaland, India
Dr. Rakesh Kumar
Research Guide
North East Christian University
Dimapur, Nagaland, India

Abstract— Digitalization has significantly influenced the
international business environment by changing the ways
multinational enterprises (MNEs) enter foreign markets,
coordinate international operations and manage global
value chains. Technologies such as cloud computing, big-
data analytics, e-commerce, enterprise information
systems, digital platforms, automation and Industry 4.0
have enabled firms to reduce communication and
transaction costs while improving access to international
markets. This paper examines the impact of digitalization
on the internationalization strategies of MNEs, with
particular emphasis on differences between developed
and emerging economies. The study follows a comparative
and descriptive approach based on secondary data and
existing literature. It finds that developed-economy MNEs
primarily use digitalization to strengthen and optimize
established global networks, whereas emerging-economy
MNEs increasingly use digital capabilities to overcome
resource and information constraints and accelerate
international expansion. The Indian experience
demonstrates how digital capabilities and skilled human
resources can support the international competitiveness
of emerging-market firms.
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1. Introduction

Digital technologies have transformed the manner in which
multinational enterprises conduct international business.
Traditionally, internationalization required substantial
investment in foreign offices, manufacturing facilities,
distribution networks and local subsidiaries. The growth of
internet technologies, cloud computing, digital platforms and

integrated information systems has reduced several
geographical and informational barriers associated with
foreign-market expansion.

Digitalization enables firms to collect information about
international markets, communicate with overseas customers,
coordinate geographically dispersed subsidiaries and
integrate global supply chains more effectively. However, the
benefits of digitalization are not necessarily identical across
economies. MNEs originating from developed economies
generally possess established international networks, greater
financial resources and stronger technological capabilities.
Emerging-market MNEs, particularly those from countries
such as India and China, may use digitalization to overcome
resource limitations and accelerate their international
expansion.

The present paper therefore examines how digitalization
influences the internationalization strategies of multinational
enterprises and compares these effects across developed and
emerging economies.

2. Objectives of the Study

The study aims to examine the relationship between
digitalization and the internationalization of multinational
enterprises; identify the major digital technologies
influencing international expansion; compare the digital
internationalization strategies of developed- and emerging-
economy MNEs; analyze the role of digital technologies in
foreign-market entry and global coordination; and examine
the relevance of the Indian experience within the emerging-
economy context.

3. Research Questions and Hypotheses

The study addresses three major questions: How does
digitalization influence the internationalization strategies of
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MNEs? Do developed- and emerging-economy MNEs use
digitalization differently? Can digital capabilities assist
emerging-market enterprises in overcoming traditional
barriers to international expansion?

Based on these questions, the study proposes that
digitalization is positively associated with
internationalization intensity; digital capabilities facilitate
foreign-market digitalization reduces
international coordination and information costs; and the
relationship between digitalization and internationalization
varies according to the economic and institutional
environment of the home country.

expansion;

4. Review of Literature

Traditional  internationalization  theories  emphasize
experiential knowledge, foreign-market commitment and
firm-specific advantages. The Uppsala model developed by
Johanson and Vahlne explains internationalization as a
gradual process in which enterprises increase their foreign-
market commitments as they acquire greater knowledge and
experience. Dunning's eclectic paradigm emphasizes
ownership, location and internalization advantages in
explaining international production.

Digitalization modifies several assumptions underlying these
theories. Digital technologies make information concerning
overseas markets more readily available and allow firms to
communicate with international customers and business
partners at relatively low cost. Digital capabilities, data,
technological knowledge and platform networks can
therefore become important firm-specific advantages.

Banalieva and Dhanaraj (2019) argued that the digital
economy has important implications for internalization
theory because digitally enabled firms can generate
international business without relying on the same degree of
physical foreign presence as traditional MNEs. Industry 4.0
technologies similarly affect the organization of global value
chains by improving connectivity between production,
logistics and information systems.

Digitalization therefore does not eliminate the importance of
geography or institutions, but changes the mechanisms
through which enterprises expand internationally.

5. Research Methodology

The study adopts a descriptive and comparative research
design based primarily on secondary information. Evidence
is drawn from academic studies, company reports,
international  business literature and reports from
international institutions.

MNEs originating from developed economies such as the
United States, United Kingdom, Germany and Japan are
compared conceptually with enterprises originating from
emerging economies, particularly India and China. The
analysis focuses on digital capabilities, foreign-market
expansion, international coordination, global supply-chain
management and international competitiveness.

6. Digitalization and Internationalization

Digitalization influences internationalization by reducing
information, communication and transaction costs. Firms can
conduct international market research, communicate with
foreign customers and identify business opportunities without
immediately establishing substantial physical operations
overseas.

E-commerce and digital platforms enable firms to reach
international consumers directly. Cloud technologies and
enterprise information systems allow employees and
subsidiaries operating in different countries to share
organizational resources. Big-data analytics further assists
firms in understanding customer preferences and market
conditions.

Digitalization also strengthens global supply-chain
management. Integrated digital systems allow multinational
enterprises to monitor inventories, production and logistics
across several countries. Industry 4.0 technologies further
connect physical manufacturing operations with digital
information networks.

Consequently, digitalization can influence not only the
geographical reach of multinational enterprises but also the
speed, cost and organizational structure of international
expansion.

7. Developed and Emerging Economy Comparison

Developed-economy multinational enterprises generally
possess established international operations, advanced
technological infrastructure and substantial financial
resources. Digitalization therefore frequently enables these
firms to improve the efficiency and integration of existing
international networks.

Emerging-market MNEs operate under different conditions.
They may experience limitations associated with
infrastructure, financial resources, institutional environments
and global brand recognition. Digital technologies can help
overcome some of these disadvantages by reducing the cost
of accessing foreign markets and international business
information.

An important distinction can therefore be identified:
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Developed-economy MNEs: Established international
networks — Digitalization — Greater integration and
efficiency.

Emerging-economy MNEs: Developing international
capabilities —  Digitalization —  Faster capability
development and international expansion.

Nevertheless, industry, firm size and technological
capabilities create significant differences among individual
firms within both groups.

8. Indian Context

India provides an important example of digitalization-led
internationalization. Indian information-technology
companies such as Tata Consultancy Services, Infosys and
Wipro developed business models based upon technology,
skilled human resources and internationally distributed
service delivery.

Digital connectivity enabled Indian firms to manage projects
involving teams located in India and customers situated
across international markets. This demonstrates how
enterprises from emerging economies can develop
internationally transferable advantages based on human
capital, organizational knowledge and technological
capabilities.

The importance of digitalization has also expanded beyond
India's IT industry. Indian automotive, pharmaceutical and
manufacturing enterprises increasingly use enterprise
systems, automation, digital supply-chain management and
international information networks to improve their
competitiveness.

9. Findings and Discussion

The study finds that digitalization positively influences
internationalization by reducing information barriers,
facilitating foreign-market access and improving the
coordination of geographically dispersed operations. Digital
technologies also strengthen global value-chain management
and allow enterprises to respond more rapidly to changing
international market conditions.

The comparative analysis indicates that the role of
digitalization differs according to the firm's economic
environment. Developed-economy MNEs generally use
digital technologies to improve mature global operations,
whereas emerging-market MNEs may use them as
instruments for capability development and accelerated
international expansion.

The findings also suggest that technology alone cannot
guarantee  successful internationalization. =~ Managerial

capabilities, organizational resources, human capital,
institutional conditions and prior international experience
continue to influence international performance.

10. Conclusion

Digitalization has emerged as an important factor influencing
the internationalization strategies of multinational
enterprises. Cloud computing, digital platforms, big-data
analytics, e-commerce, enterprise information systems and
Industry 4.0 technologies have reduced some of the
traditional barriers associated with international expansion.

The comparative analysis suggests that developed- and
emerging-economy MNEs experience the benefits of
digitalization differently. Developed-economy enterprises
primarily employ digital technologies to strengthen existing
international networks, while emerging-market firms can use
them to overcome resource and information disadvantages
and accelerate global expansion.

India illustrates how technological expertise, skilled human
resources and digital connectivity can support the
internationalization of enterprises originating from emerging
economies. The study therefore concludes that digital
capabilities are becoming an increasingly significant source
of competitive advantage in international business, although
their effectiveness remains dependent upon organizational
capabilities and the wider institutional environment.
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